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NAVAL PARITY 


VS. ECONOMY? 


HE full implication of the American 

demand for naval parity with Great 
Britain, particularly as it affects the ques- 
tion of economy, has been generally over- 
looked during the troubled course of the 
negotiations at Geneva. But Great Brit- 
ain’s insistence on a high cruiser tonnage 
and the United States’ determination to 
obtain complete equality have brought the 
matter of costs to a point demanding seri- 
ous consideration. The postponement of 
last Monday’s threatening plenary ses- 
sion has offered both the British and 
American delegations a further oppor- 
tunity to consider the ultimate effects of 
their proposals. 

The wide divergence between the Brit- 
ish and the American plans is due to the 
fact that from the outset the United 
States has been thinking in terms of naval 
parity, while Great Britain has been 
thinking in terms of her “absolute needs.” 
The British delegation has argued that 
the peculiar needs of the Empire necessi- 
tate a cruiser fleet of not less than sev- 
enty ships as an irreducible minimum. 
They have pointed out that British needs 
could, however, be satisfied by smaller 
ships, (7,500 tons) with smaller guns, 
constructed for defensive use only, and 
that a fleet of seventy small cruisers would 
mean a real economy. 

The United States has opposed the 
British plan on the ground that such a re- 
duction would give the British fleet a sub- 
stantial advantage and make actual parity 
a myth. The Americans have argued that 
the large ships of the British Merchant 
Marine, which greatly outnumber those 
of the American Merchant Marine, would 
be the equal of small cruisers in time of 
war. It would only be necesary to mount 
them with six-inch guns to make them ef- 
fective ships of war. In the interest of 
actual equality, therefore, the United 


States has insisted on a certain proportion 
of 10,000 ton cruisers, varying in number 
from ten to twenty-five according to the 
total tonnage agreed upon. 

At the present time, the best possible 
compromise between these two divergent 
points of view appears to offer the United 
States nothing in the way of economy. 
Naval experts have estimated the cost of 
building modern ships at about $1,620 a 
ton. Assuming that an agreement can 
be reached on the number of 10,000 ton 
cruisers and that the maximum total of 
400,000 tons proposed by the United 
States is accepted, it would cost the United 
States approximately $561,000,000 to 
build up to the British level. The cost 
of building up to 600,000 tons—the figure 
originally suggested by Great Britain— 
would be about $857,000,000. But even 
if an agreement could be reached on the 
minimum total of 250,000 tons proposed 
by the United States, and strongly sup- 
ported by the Japanese ever since last 
week, it would cost us roughly $290,000,- 
000 to achieve parity. 

These figures do not square with the 
appeal for economy with which the Ge- 
neva Conference was convened. 
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European Financial Stabilization 
HE conversations in New York be- 
tween executives of the Bank of Eng- 
land, the Bank of France, the Reichsbank 
and the American Federal Reserve Bank 
have revived rumors that France will at- 
tempt the immediate stabilization of the 
franc. This is extremely doubtful. 
There are two currents of opinion both 
in the French cabinet and in the country 
at large on questions of stabilization. One 
is that the present value of approximately 
twenty-five to the dollar is as high as the 
franc ought to be pegged; the other, that 
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the franc might be stabilized at a consid- 
erably higher rate. Poincaré’s attitude 
seems to be to continue the present de 
facto stabilization by building up foreign 
holdings which would protect the franc 
against any speculative ventures. It has 
also been his desire to raise the value of 
the franc before permanent legal stabiliza- 
tion has been effected. 


Whether M. Poincaré will adhere to 
this policy necessarily depends on eco- 
nomic expediency. The higher the value 
of the franc, the greater will be the bur- 
den of the government’s debt and the more 
difficult will be the process of industrial 
adjustment. Poincaré realizes this and is 
apparently determined to let the franc 
find its own level. This would mean that 
legal stabilization is to be postponed in- 
definitely. In the meantime, with the 
large foreign exchange holdings of the 
Bank of France there is little danger of 
any important fluctuations in the value of 
the franc. 


Italy is facing an even more acute prob- 
lem of currency stabilization. Since the 
inauguration of the government’s drastic 
policy of revaluation of the lira, there has 
been a sharp industrial reaction in Italy 
which has led to a demand on the part of 
leading business men for stabilization. 
Mussolini has yielded at least in part to 
this agitation. In receiving representa- 
tives of the Italian industries on July 9 
he said, “Exchange will be firmly main- 
tained at ninety to the pound sterling. 
On this point the government admits 
neither discussion nor doubt. The pro- 
ducers today have stability of currency 
as a sure basis for their forecasts and 
their work.” 


Although Finance Minister Volpi had 
indicated previously that the policy of re- 
valuation was about to be discontinued, 
this is the first time that a definite state- 
ment has been made in official form. 
Count Volpi’s announcement declared that 
the lira would be held at its present level 
“for a very long time.” This does not 
mean that the lira is to be permanently 
or legally stabilized at its present level, 
but rather that the Government has de- 
cided to call a halt for the time being in 
order to save industry from ruinous mal- 
adjustment. Mussolini probably intends 
to continue his policy of revaluation as 
soon as industrial conditions are favor- 
able. In the meantime the lira is in much 
the same condition of de facto stabiliza- 
tion as the franc. L. W. J. 


Notes 
Japan’s dispatch of 2,000 additional 
troops to Tsingtao (Shantung Prov- 
ince) and the movement of 2,000 others 
inland to protect her nationals at Tsin- 
an and keep open the railway between 
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these points, has brought forth a storm 
of criticism all over China. The Nanking, 
Hankow and Peking governments have 
severally protested, and reported com- 
ments in Japanese newspapers indicate al- 
most unanimous disapproval there of the 
“militarist” policy. 

It is true that Japan has some 20,000 
nationals to protect and large interests in 
Shantung, many of which are dependent 
on orderly railway intercourse, but it is 
also true that Japan holds no concession 
at Tsinan and has only the barely tenable 
ground of “emergency measures” to jus- 
tify her in refusing to evacuate her na- 
tionals to Tsingtao. 

The steady improvement in Sino-Japan- 
ese relations which has come about in the 
last five years is rapidly being replaced, 
therefore, by a general distrust of Japan’s 
motives in again entering Shantung. The 
Nationalists, especially, are finding it dif- 
ficult to reconcile Premier Tanaka’s pro- 
testations of neutrality and friendship 
with the occupation by Japanese troops of 
the railway which runs across the heart 
of Shantung. The Japanese Foreign Of- 
fice denies, however, any intent to hinder 
the Nationalist advance, proposing only 
to concentrate its nationals in selected 
districts, as in the case of Shanghai, which 
they declare did not prevent Nationalist 
capture of that city. From either point 
of view the situation is delicate. 


The assassination on July 10 of Kevin 
O’Higgins, Vice-President of the Irish 
Free State, who held the portfolios of 
Justice and External Affairs in the new 
Irish Government, has made a profound 
impression upon public opinion both in 
Ireland and abroad. A vigorous and able 
champion of the constitution and of the 
treaty with Great Britain, he was one of 
the most formidable opponents of Sinn 
Fein in Ireland. The latter had been 
stirred to a high pitch of excitement sev- 
enteen days before the assassination when 
all republican representatives who refused 
to take the prescribed oath of allegiance 
to the crown were excluded from the 
newly-assembled Dail. A legitimate out- 
let for this republican excitement was af- 
forded by de Valera’s announcement of a 
campaign to secure 75,000 signatures in 
support of a petition demanding a referen- 
dum on the question of the oath of allegi- 
ance. The assassination of Vice-President 
O’Higgins demonstrates the fact that de 
Valera has not been able to carry all ex- 
tremists with him in his attempt to amend 
the constitution by constitutional means. 


Palestine and Transjordania, by Ludwig Preiss 
and Paul Rohrbach, New York, Macmillan, 
1926. 

An unusually attractive collection of photo- 


gravures of the British Mandated territories of 
Palestine and Transjordania. 
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